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FEDERAL COMMUNICATIONS COMMISSION

WASHINGTON

Honorable Edward J. Markey
Qlairman
SUbcamdttee on Telecamunications and Finance
House of. Pepresentatives
316 Ford House Office Building
Washington, D.C. 20515-6119

Dear Olaiz:man Markey:

'ltlan;k you for your letter regarding inplementation of the prograrrming access
and rate regulation provisions of the cable Television Constmer Protect:ion
and -of

of

thecable

t h ecable6 2 8

to the COrrmunications Act to prohibit unfair or
discriminatory practices in the sale of video prograrrming. The stated intent
of this provision is to foster the developrent of coopetition to cable
systems by increasing other IWltichannel video programning distributors'
access to programning. In its First Report and Order, adopted April 1, 1993,
the Coomission adopted regulations to inplement section 628. The 1992 cable
Act also adds new section 623 to the Ccmnuni.cations Act, which provides for
regulation of the rates of cable services other than pay-per-view or per­
program offerings. In its Report and Order and Further Notice of Proposed
Rulemaking, also adopted April 1, 1993, the Ccmnission adopted regulations to
inplem:mt section 623. In both instances, the camli.ssion endeavored to
follow the plain language of the statute, as intorned by the legislative
history, and to effectuate its reading of Congressional intent based on its
own jud.gem:mt and expertise, in light of all carments received.

With respect to the inplementation of the provisions of section 628 regarding
access to .programning, you are especially concemed that the burden of proof
in cases involving discriminatory pricing lies with the vertically integrated
program provider. In its First Report and Order, the Ccmnission adopted a
streamlined. cooplaint process. The camli.ssion's rules will encourage
prograrrners to provide relevant intonnation to distributors before a
cooplaint is filed with the Ccmnission. In the event that a prograrrner
declines to provide 'such intonnation, it will be sufficient for a distributor
to

in
the statute, which generally involve (1) cost differences at the wholesale
level in providing a program service to different distributors; (2) volurre
differences; (3) differences in creditworthiness, financial stability and
character; and (4) differences in the way the prograrrming service is offered.
The conplaining distributor will then have an opportunity to reply. n ,J
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With respect to rates, you are concerned that the Coomission adequately
regulate the rates of tiers above the basic tier, and. that the camdssion
look for guidance to the rates charged by cable systems facing coopetition.
As you know, the Comnission adopted. rate regulations for cable systems on
April 1, 1993, which, as a first step, could mean total savings to consumers
of about one billion dollars. The Coomission has developed. a benchmark
fonrul.a for cable rates that will enable regulators to awroximate what the
carpet.itive rates should be for a given cable system with particular
characteristics, and to require a noncoopetitive system to reduce its rates
to this level or by ten percent, whichever is less. Thus, as you suggest,
the rate reductions that we will order will be based. on canpetitive levels.
In addition, we will be investigating the rates of those operators that
remain significantly above the benchmark after these first reductions are
ordered to detennine whether they should be reduced. even further. Moreover,
the sane benchmark fonnula applies to both basic and cable progranmi.n9
service rates, thus addressing your concerns regarding regulation of rates in
tiers the basic tier.

The texts of these decisions will be released. shortly. I have enclosed.
copies of news releases that include detailed. surrmaries of both items. Thank
you for your interest in this matter.

Sincerely,

~F;lf~
Janes H. Quello
Olainnan

Enclosures

JHHalprin:syj :prd.:M-1B
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'l'be BoIlorule .1_ H. Quello
.acting, Cbau-n
Federal eo-unlca't.lons eo-is.ion
191. J( S~..t, .,.•.
Wa.b1DcJ1:on, DC 2055.

Dear Chairaan Qu.l1o:

I ~1mle to _ concerned ~ tile ~ioll8 of ... ~l., co.pani••
in tIM veeka leadi.. \lP to tile iuu.nce of FCC ravulat10ftll 'to
1JIpl~t the Cable Television COft8t.IMr PJ"o't.ed:lon and CGapetition
Act of 19.2. I VCNlcl like to reiterate Jq" concerns regarcliftCJ tvo
very iJIPOrtant provi.ion- of the lav.

The two priDcipal obje<*iv•• of congr_. 1n pa••iDeJ the cable Act
vera to inc:rea_ COIIJMItition in the vide,o aarketplace aII4 to
control cabl. rat.. for consuaer. in the abaanae of effective
cc.petition.

Acceaa, to 'prop'_1nv 1. on. ot' 1:h. principal provi.iona in the
C41ble Act d..19ft8C1 to incr.... CCIIIpItltion to local cabl.
-mopoll_. Aa you are awar., tM provi.ion prohibita v.rtically
In1:ecJrated cable progr.-1ft9 .~icu troa d1scriainatiDg' uaong
INlticbannel vidao providers in price, teru, ~ conditions, 1n
'tile "le and delivery of protJr...lng. fte burden in proyinq that
price 41ff...... are ~ 4iacriaina=ry li•• with 1:he vertically
inte9rat:e4 progr_ provider VIto ...~ 4eaonstrat'.a that differenc••
in price ..at one of four .pecific _eapticme in the law. 1_
vuy conc:erne4 i:ba~ any .isint-.retation of COngr_.lonal intClt
wlt:h rtMJarcl to ~......ur•• caul. delay or fJllH"'e incr_eel
ClOUlmU' choice aMft9 ~iti". provider.. .

1~ ".. t:IIe o1-.zo~ of~ to eftIIure reaaonabl. cable
rate., eftII ill ~i.. aIIove tile "1e tic. .III ilUltaneea vber.
cable o..,.m... nt:l£ progra_i.. eervicea on ._ic or extanclecl
bfa.ie tier_, c:angz-. 1nt.ended tlaat COUU1lU'8 of all tier. be
prGt.ect8d fr_~l.'ra~ ... rate inc=.._a.
As I atat4ld du1"1Dg floor COft81dKatloa of t:he veto overrld. f -In
'tbo•• cc.aunitl.. vIl..e the IIOftopOll•••va rai'" rat_ ,throu9b
1:!le roof, Qe c:alJle 8ill vi1l a.1III11y roll back rataa to
r ...0ftU1. le".l. ):ry direotiIMJ ~ I'CC ~o aeek level. coaparable
vial 1:hoae e.ill't.ing 1ft cll ......ltie8 ...... cable 40ea race
cQllPetltion. • It would be Wla~le if tile regulation. '
prcau1vate4 by the ,FCC did DO~ fal~ul1y 'fUUill the JlAftdat. ~f
~e cabl. Act to rtlduc:e cable r.~_ for conaaer••
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fte 1.,1.1a~i.. Illa~ laya GUt tM latent of COnqre•• with
regard to til... f1lllCl-nul prov1810Da. T.ba 8ubcoaitt.. vill
Cloaely review tha-r.,.alat:iona pr~19.t:ed by ~e FCC to ensure
that .uch re4J'lla~lona are conaitJtent vi'th convre••l~l intent.

I look forvarcl = vorklftg vitb yeN and your colleague. on the
cCWllta.ion Oft these 1JIportant iaau.. , and I thank you for your
attention. to ay concems.

SUc:eZ'ely,

~/'~""I4vard J. Jfa~ke;-'-o
Chairman
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